Functional Allocation of Expenses

The costs of providing the various programs and activities of the Biotechnology Center have been
summarized on a functional basis in the consolidated statements of activities and changes in net
assets. Certain general and administrative expenses totaling $1,289,245 and $1,148,547 for the years
ended June 30, 2011 and 2010, respectively, have been allocated among the programs and activities
benefited.

Income Taxes

The Biotechnology Center is exempt from federal income taxes on related income under Internal
Revenue Code Section 501(a) as an organization described in Section 501(c)(3). Accordingly, no pro-
vision for income taxes has been made. As a single member limited liability company, Ventures is a
disregarded entity for income tax purposes.

In June 2006, the Financial Accounting Standards Board (FASB) issued ASC 740, Accounting for
Uncertainty in Income Taxes. ASC 740 clarifies the accounting for uncertainty in income taxes
recognized in an entity’s financial statements. ASC 740 requires entities to determine whether it is
more likely than not that a tax position will be sustained upon examination by the appropriate tax-
ing authorities before any part of the benefit can be recorded in the financial statements. ASC 740
was effective for the Biotechnology Center’s June 30, 2011 consolidated financial statements and did
not have a significant impact.

(e) Use of Estimates

The preparation of the consolidated financial statements in conformity with U.S. generally accepted
accounting principles (GAAP) requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

(f) Fair Value Hierarchy

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. GAAP establishes a fair
value hierarchy, which requires an entity to maximize the use of observable inputs and minimize the
use of unobservable inputs when measuring fair value. GAAP describes three levels of inputs that
may be used to measure fair value:

Level 1: Quoted prices in active markets for identical assets or liabilities.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar assets or lia-
bilities; quoted prices in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3: Unobservable inputs that are supported by little or no market activity and that are significant
to the fair value of the assets or liabilities. Level 3 assets and liabilities include financial instruments
whose value is determined using pricing models, discounted cash flow methodologies, or similar
techniques as well as instruments for which the determination of fair value requires significant man-
agement judgment or estimation.

(g9  SubsequentEvents

In connection with the preparation of the consolidated financial statements and in accordance with
GAAP, the Biotechnology Center considered for disclosure subsequent events that occurred after the
statement of financial position date of June 30, 2011 through August 31, 2011, which was the date
the consolidated financial statements were available to be issued. No subsequent events were noted
that required disclosure in the financial statements.
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